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SUBJECT: NOTIFICATIONS OF SERVICES RESTRAINTS IN 
THE MTN. 

REF: STATE 180211 

1 . PERTINENT RULES PROVIDE THAT GOVERNMENT IMPORTS AND 
ALL OTHER IMPORTS INTO IRAN COVERED BY LETTERS OF CREDIT 
MUST BE LOCALLY INSURED. ALTHOUGH IN MOST CASED THE 
DECISION ON HOW TO PAY FOR IMPORTS FALLING IN THE 
LATTER GROUP IS UP TO THE BUYER AND SELLER, IN PRACTICE 
ABOUT 65 PERCENT OF ALL SUCH IRANIAN IMPORTS CURRENTLY 
ARE BROUGHT IN UNDER LETTERS OF CREDIT. THE GOVERNMENT'S 
POLICY IS INTENDED TO PROMOTE THE GROWTH OF THE LOCAL 
INSURANCE INDUSTRY AND IS NONDISCRIMINATORY IN ITS 
TREATMENT OF NON-IRANIAN INSURANCE COMPANIES. THE 
EMBASSY DOUBTS THAT THIS POLICY WILL BE EASILY REVERSED. 
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2. IN VIEW OF THE ABOVE, HOWEVER, U.S. INSURANCE 
COMPANIES NOT INVOLVED IN LOCAL JOINT VENTURES 
NECESSARILY LOSE ANY OPPORTUNITY TO COMPETE FOR A 
LARGE PART OF IRANIAN IMPORTS, IN PARTICULAR FOR 

THE 50 PERCENT OR SO OF ALL IRANIAN IMPORTS PURCHASED 
BY THE PRIVATE SECTOR. ACCORDING TO THE U.S. DEPART- 
MENT OF COMMERCE, U.S. EXPORTS TO IRAN IN 1976 WERE 
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VALUED AT $2.8 BILLION. AT LEAST THREE U.S. INSURANCE 
FIRMS ARE BELIEVED TO HAVE JOINT VENTURES IN IRAN 
AT PRESENT. 

3. THE EMBASSY IS NOT AWARE OF ANY SIMILAR RESTRAINTS 
IN THE SERVICE SECTOR WITH THE EXCEPTION OF THE POLICY 
OF THE IRANIAN GOVERNMENT TO REQUIRE OF BIDDERS ON 
GOVERNMENT PROJECTS THAT THEY FURNISH BANK GUARANTEES 
INVOLVING STANDBY LETTERS OF CREDIT. THE ALTERNATIVE 
OF OFFERING SURETY BONDS WHICH WOULD BE MORE ADVANTAGEIOUS 
TO U.S. COMPANIES IS NOT NORMALLY PRESENT. THE RESULT 
HAS BEEN TO INHIBIT BIDDING ON LARGE PROJECTS BY SOME 
AMERICAN COMPANIES WHICH IS BASED ON TRADITIONAL 
PROCEDURES. AGAIN, HOWEVER. THE IRANIAN POLICY IS 
N ONDISCRIMIN ATOR Y AND HURTS U.S. COMPANIES PRIMARILY 
BECAUSE OF U.S. LAWS AND REGULATIONS. THERE HAVE 
BEEN SOME INDICATIONS. HOWEVER, THAT THE GOVERNMENT 
OF IRAN MIGHT BE INCLINED TO BE MORE FLEXIBLE ON 
THIS REQUIREMENT. 

SULLIVAN 
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